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Economic Mobilization: The First Legislative Steps 


® The proposed Defense Production 
Act of 1950 (H. R. 9176, S. 3936, 81st 
Cong,, 2d Sess.) puts into legislative 
form the measures for “substantial 
redirection of [our] economic re- 
sources” recommended to Congress 
by President Truman in his report 
of July 19 on the situation created 
by Communist aggression in Korea. 
As was true of the economic mobili- 
zation legislation enacted immediate- 
ly prior to and during World War II, 
the major provisions of the proposed 
new Act are, in form, delegations of 
power to the President, with full 
right of subdelegation, to take the 
several actions provided for in the 
statute. It is impossible here to un- 
dertake a detailed description of the 
Adininistration’s proposals—a useful 
section-bysection analysis is printed 
in 96 Cong. Rec. 10724 et seq. (July 
19, 1950)—but the principal powers 
which the proposed Act would create 
concern: (1) the assignment of per- 
formance priority t defense con- 
tracts and the allocation of materials 
and facilities to defense production 
necds; (2) the requisitioning for de- 
fense production purposes of needed 
cquipment, supplies, materials and 
facilities; (8) the expansion of pro- 
ductive capacity and supply by pro: 
duction loans and loan guarantees, 
longterm purchase commitments, 
nd other means; (4) the imposition 
of restrictions on installment buying, 
and realestate credit; and (5) the 
control of commodity speculation by 
increased margin requirements and 
other regulatory steps. 














Substonticl Opinion Favors 
immediate Controls 

‘The companion bills embodying 
these first of the President's economic 
mobilization recommendations were 
referred to the Banking and Currency 
‘Committees of the House and Senate, 


and hearings were begun immediate- 
ly by each committee. Although some 
doubts and reservations have been 
expressed in Congress with respect 
to the scope of executive discretion 
conferred in certain specific sections 
of the proposed Defense Production 
Act, it seems quite certain that a 
statute granting the essential powers 
sought by the President will be passed 
}out substantial opposition, prob- 
ably before this comment can be 
published in the Journat. In fact, 
the sharpest criticism heard to date is 
that the President's legislative rec- 
‘ommendations do not go as far as the 
existing crisis requires toward mobi- 
lization of the national economy. 

In an apperance before the Senate 
Banking and Currency Commitee 
on July 26, Bernard M, Baruch 
termed the proposed Act “self-defeat- 
ing” and called for all-out mobiliza- 
tion legislation which would impose 
tighter controls and more severe tax 
rates than those recommended by 
the Administration and extend the 
area of the emergency regulation 
to include price control, consumer 
rationing and the stabilization of 
wages. The persuasive impact of Mr. 
Baruch’s testimony appears sufficient. 
ly from the fact that the House 
Banking and Currency Committee, 
which on July 27 reported out the 
Administration Bill by a vote of 20 
to 1, had earlier split 10 to 9 on a 
pfoposal to substitute a stringent 
Baruch-type blanket control for the 
Administration's more limited meas- 
ure, Several members of Congress 
have suggested as a working compro- 
mise that the Defense Production 
Act be passed essentially as intro- 
duced and that a more comprehen. 
sive regulatory statute, along the 
general lines urged by Mr. Baruch, 
be enacted now as “stand-by” legis- 
lation, to come into immediate effect 











upon the outbreak of general hos- 
tilities or a finding of necessity for 
total economic mobilization. 


Both Proposals 
Have Inherent Difficulties 
Whichever way the congressional de- 
cision goes on today’s issue of partial 
economic mobilization versus almost 
complece government management of, 
the national economy, this Congress 
and the next will have to face a suc- 
cession of tough and complex issues 
of legislative policy. To the extent 
that the Administration's allocation 
orders and production incentives ac- 
complish the intended “redirection” 
of resources from civilian to military 
uses, there will be shortages in con- 
sumer supply, pressures on the price 
structure, and demands for wage in- 
‘creases to compensate for and antici- 
pate rising prices. ‘The panic buying 
and hoarding experienced during the 
last wo weeks im July and the omi 
nous increases in wholesale price 
levels during the same period give 
sharp warning that the possibility 
of runaway inilation is more than 
an economist’s nightmare. Theoretic- 
ally, there is a clear case for the im. 
mediate imposition of blanket price, 
wage and rationing controls, Buc 
any one who worked through or ob: 
served the economic stabilization 
efforts of World War II will rise up 
to shout that there is more to the 
job of price, wage and rationing 
vegulation than the enactment of a 
statute endorsing the general prin: 
ciple of across-the-board control. 
‘An attempt at overall price con- 
trol and rationing that is not re 
spected and resolutely enforced will 
hurt more than it will help the long- 
run national security effort. Chron- 
iclers and critics of the late Office of 
Price Administration will argue for- 
ever about the soundness of that 
Office's motivating economic theo- 
ries and the adequacy of its adjust- 
‘ment procedures, but there can be no 
disagreement thac two of its great 
and continuing problems were never 
solved: (1) the problem of devising 
investigative methods and sanctions 
effective to deal with mass violations 
of price and rationing regulations, 
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particularly by retailers and ultimate 
consumers; and (2) the closely related 
problem of working out liaison pro- 
cedures between the regulatory agen 
cy and Congress by which the active 
support, or at least the understand- 
ing forbearance, of most of the mem- 
bers of Congress might be secured 
for the staggering regulatory enter- 
prise. Unless reasonable answers can 
be found to these problems by those 
now working on drafts of total eco- 
nomic mobilization legislation, it is 
to be hoped that over-all control will 
be left in a stand-by status until the 
last possible moment, 





National Security Objective Requires 
Reappraisal of Peace-Time Legislation 
Adoption of one version or another 
of the pending Defense Production 
Act will, of course, be only one part 
of the cotal legislative job at hand. 
Much legislation now on the books, 
passed in less troubled times for the 
advancement of legitimate peace- 
time objectives, must now be re- 
éxamined in terms of its consistency 


with the controlling purpose of at- 
taining 2 maximum of national se- 
curity in the shortest possible time. 
Sharp upward adjustment of tax 
rates and the reduction of nonessen- 
tial government expenditures are 
pethaps the most obvious cases in 
point. Existing legislative provisions 
for the support of agricultural prices 
seem anachronistic, at least on the 
face of it, when the recognized dan- 
gers to the national economy are in- 
flationary in character. What of 
present antitrust legislation and en- 
forcement policy when we take into 
account the World War II record of 
“big business” in war production 
and in generally excellent compli- 
ance with price and rationing regu- 
lations? The legislative problems 
to be reéxamined are many and 
troublesome, and the right answers 
are likely not to be the politically 
attractive ones. 

One more dramatic but not un- 
typical example. It is just a year ago 
that Congress passed the Housing 
‘Act of 1949 with its far-reaching pro. 


visions liberalizing credit for private 
residential construction, providing 
incentives for equity invesunent tn 
rental housing and extending gener 
ons financial assistance for low-rent 
public housing and urban redevelop 
ment. It was the judgment of the 
President and of congressional lead 
ers from both parties that the 
national supply of housing was critic 
ally low and that residential con- 
struction should be encouraged by 
every possible means, Now, in the 
proposed Defense Production Act of 
1950, the President is compelled to 
urge restrictions on real estate credit 
Will the overriding demands of na 
tional security require next that 
manpower and materials which 
would have gone into public housing 
and urban redevelopment be “re- 
directed” and channelled into de- 
fense production? Problems as hard 
as this will face the policy-makers 
and draitsmen of the National Se- 
curity Resources Board and the com 
mittees of Congress every step of the 
way during the months ahead. 


